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their lower purchass prices and
financing oosts [line 5. They will also
avaid the incressed risks of being
injured in crashes that wouold have
resulted from manufacturers” eforts to
reduce the weight of mew mod=ls to
oomply with the bsseline standards,
which represents anpther benefit from
reducing sinngency vis-i-wis the
beseline (line 6.

At the same time, oew oars and light
triscks will affer lower fuel eoomomy
with mare lenient standands in plaoe,
and this imposes variows cosls on their
buyers and ws=rs. Dnvers will
experienoe higher oosls as a8
oonsequenoe of new vehicles' inorensed
fuel consumption (line 7)., and from the
added inoonvenienoe of more Erequent
refueling stops required by their
reduned driving range [line B They will
also forego some mobility benefts =
they use newly-punchesed cars and laght
trizcks less in response to their higher
Fueling costs, althowgh this Inss will be
almost fully offset by the fus] and othec
oosts they save by dov m%]:u [lime ).
(n balanoe, consumers of new cars and
light trucks produced during the model
years subject 1o this proposed action
will mxperienoe significant soonomio
beenefits (Line 10

Hy lowering prices for new oars and
light tnacks, this proposed action wall
canss same owners af wsed vehicles to
retire them from servioes earlier than
they would otherwiss have done, and
replace them with new models. In
efect it will tmnsfer some driving that
would have been done in wsed cars and
light trucks under the bas=line scenaria
to oewer and safer models, thus
reducing costs for injuries (both il
and less severs] and property damages
sustainesd in motor vehicle coashes. This
improvement in safety results from the
fmcrt thint cars and light trucks have
bescome progressively more prolective in
crashes over ime [and also rll.g]ulr]ﬂs
prone to certnin types of orashes, such
as rollovers). Thus, shifting some travel
froen alder to newer models redooes
injuries and damages sustxined by
drivers and passsngens becaoss they ans
traveling in inherently safer vehicles
and not becanss it changes the rsk
profiles of drivers thems=lves. This
reduction in injury risks and ather
damage oosts produnes benefis o
owners and drvers of elder cars and
light trscks. This also results in benefs
in terms of improved fisel soonomy and
significant reductions of emissons from
newer yehicles [line 110

Tahle [-27 throogh Tabde II-28 also
shaow that the changes in fusl
oonsumption and vehicle use resulting
from this propossd action will in tom
genemie both benefits and costs to the

remainder of the U5, sconomy. Thess
impescts are “extemal.” in the s=nse that
they are hy-prodocts of derisions by
private fimns and individuals that alter
vehicle nss and fusl consumption bt
are experienced broadly ut thes
[1.5. economy rather than by firms
and individuals whao m:lu-a:ll]r cHE
them. Increassd refining and
coasumption of petroleum-based fuel
will increase emissions of carbon
dinxide and other greenhouse gases that
thearetically contribute to climate
change, and some of the resulting (albedt
umpertEin] increass in eoooomio
damages from future changes in the
global climate will be bome throughowt
the L5, sconomy (line 12). Similarly,
added fusl prodsction and ose will
increase emissions of more lecalized air
pollutants [ar their chemical
precursars), and the resulting increass
in the 11.5. population’s exposure io
harmful levels of these pollutants will
lemed to spmnewhat higher costs from its
adverse pffects on healih [lins 14) On
the pther band. it is expecied that the
propossd standands, by educng new
vehicle prices relstive 1o the baseline,
will accelembe Aeet tumover io oleaner,
safer, more efficient vehicles (as
compared to used vehicles that might
pitherwise oontinoe o be driven or
purchased]).

As discussed in PRIA Section 9.8,
increased consumplion and imports of
crude petroleum for efining higher
volumes of gasoline and diesel will also
impose some extermnal costs throughowt
the L5, sconomy., in the form of
potentinl lossss in prodsction and costs
fior businesses and households o sdjust
mpidly to sudden changes in energy
prices (line 15 of the table], althoogh
these cosis should be irmpered by
increamng U5, il prodection. 51&
Reductions in driving by buyers of oew
cars and Light trucks in respoase to thedr
higher operating oosts will also redsoe
the external costs assecnted with their
coatribations to traffic delays and noise
levels in urban aress, and these

T Nnge: T oostput wes besed] upon the ELL
Anzn] Eneryry Thlonk from 2007, The 2008
Azl Energry Theslonk propects e 5 wall boa
el mapeter by eround 2026, wilk nel sapnns
punki=y of eround 008 mhd cinn 2060 S Assusl
Ezerpey Outlook 2080, UE Enangy Inkensiion
Adminisimtion, nl 53 [Fok, G, 2008), httpe=
HRRLLD AR, pel [
Farihermuey, prersenst n Execulive Oeder 13783
[Frenoting Exesyy [=dlopondencs and Economy

BT ERE BPE uapersast I sevies and revow
or rescingd policies thal u=diuly bundm the
dervolloprmasi ol dommde: remources beyond
whal 13 sy In prolees e puble = o
ol i e phy wies the lew. Themlore, 1208
e rmb s 1o angicipal e lud Ber moemesas in
domestic prdurdson of petrolours. Tho o g
reary ussdinn Ehp pnelyain p=d whis & sonues for
this srvoasd infieeatios

additional benefits wall be experenced
throughout much af the [1.5. sconomy
[lime 17). Fimally, some of the higher
fuel cosls to buyers of new cars and
light triscks will consist of incressed
fuel taxes; this incresse in revense will
enable Fedeml and State government
agencies to provide higher levels of roed
capacily or mainienanoe, producing
benefits for all road and transit users
(lime 18]

(In balanice=, Tahle [0-27 throogh Table
[I-28 show that the ULS. eoonomy as 8
whale will experienoe large net
economic benefits from the propossd
action [lime 22]. Whils the proposl to
estnhlish less siringent CAFE and GHI(E

emission standands will prodece net
extrrmal eoonamic costs, as the incresse
in environmenial and energy security
externalities putweighs external benefits
from reduned driving and higher Fusl
tex revenee [line 19), the table also
shows that combined benefits to vehicle
manufsrtorers, boyers, and ws=rs af cars
and Light trscks, amd the generasl puhblic
[lime 20), including the value of the Lives
saved and injuries avoided. will greatly
outweigh the combined soonomic costs
they experienos as a consequence of this
':I.%n!d action [line 21].

e finding that this action to redooe
the: stringenoy of previously-esinblished
CAFE and GHG siandards will create
sgnifimnt net eoonomic benefits—
when it was initially claimed that
esinblishing those standards would also
genemts large economic benshts 1o
vehicls buyers and others throughout
the soonomy—is notable. This contrast
with the earlier Anding is explained by
the availahility of updated information
oo the costs and effectiveness of
technalogies that will remain svailshles
to improve fisel sconomy in mode] yesrs
2021 and beyond, the fAeet-wide
coasesquences for vehicls wse, fusl
coasumption, and safsty from requiring
higher fuel economy (that is,
woasidering these consequenoess for wsed
cars and Light trecks as well as new
poes), and oew estimpies of soene
external costs of fuel in petroleuwm wse.

2. Macmoeconomic Assumptions That
Affesct the Benefit Cost Analysis
Unlike previous CAFE and GHG
rulemanking analyses, the economic
ooniext in which the altrmatives are
=mmulated is maore explict. While both
this analysis and previoos analyses
coatained fusl price projections from
the Anmual Energy (hatlook, which has

embedded assumptions aboul future
miscrossconomis condibons, this

analysis requires explicit assumptions
abont future GINF growth, labor foroe
participation, and interest raies in ooder
to evalunte the altermatives.



